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FARM MORTGAGE DEBT; by Selected Lender Groups, 


Begin—- : Total farm : Amounts held by selected lender 
ning ‘ mortgage : Federal * Federal Farm: Joint stock’ Farm ; Life insurance : Insured : j 
eke ; debt : Land Mortgage ‘ land __ * Securi v company xe commercial ¢ Other 
year ‘ 2/ :  Banks3/: Corp. bance 3/H/? eee) ° "Me nie : 
: ($1,000) ($1,000) ($1,000) ($1,000) . (41,000) ($1,000) (£1,000) ($1,000) 
1910 3,207,863 ~ - - = 386,961 LO6, 2h 2,414, 654 
1920 &, 448,772 296 , 386 60,038 974,826 1,204, 383 5,913,139 
1925 9,912,650 923,077 46, 4eg 1,942,624 1, 200, 456 5,400,064 
1930 ©.9,630,768 1,201,732 : 637,789 - 2,118,439 997, 468 4,675, 340 
Bese 158", 459° 1,947, 442 616,737 274,988 - 1,301,562 gg, ge 2,944,838 
' as a ue 
N : e385 
t 190 6,586,399 2,009,820 713,290 1,726 38,566 984,290 534,170 2,214,537: 
1945 (5,270,655 1,209, 646 347, 310 5455 178,936 OF es Lg 582 2,146,003 
1945 % 
Distri- Z 
bution 100 22.9 6.6 0.1 3.44 ao oer 8.6 Lo .7 
1/ Excludes Territories and possessions, 2/ Data since 1930 are a revised series. 
3/ Data for 1930 and subsequent years are revised to include purchase-money mortgages and sales contracts in 
addition to regular mortgages. 
4] Joint-stock land banks have been in liquidation since May 12, 1933. Includes banks in receivership. 
5/ Includes tenant-purchase and farm-enlargement loans, farm-development loans, and construction loans to indi- 


viduals. Includes loans made for these purposes from State Rural Rehabilitation Corporation trust funds. 
Estimates based upon direct reports from life insurance companies, official reports submitted to State insur- 
ance commissioners, and "Best's Life Insurance Reports." Data for 1930 and subsequent years revised to include 
sales contracts es well as regular and purchase-money mortgages. 

1935-45 insured commercial banks, prior to 1935 open State and national banks. 

Adapted from data compiled by the. Division of Agricultural. Finance, BAH, meas 
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Estimated amount of farm-mortgage debt, average interest rate, and 
= debt per Gira farm i States and regions 

State :Farm mortgage dobt abt 3 Percent: oe farm  tAverage debt peor 

and : f : change: interest rate +: mortgaged farm 

repion ‘+ 1940 , 1945 ; 1940-45: 1923. ; 1943 : 1940 
— $1,000. $1,000 Percent Percent Percent Dollars 
Maine 24,757 15,808 -36.1 SERRE eed Vee 
New Hampshire 11,220 12,920 he Nb oii) CaO, on ame 
Vermont lee Parr ed. 32,528 16.9 5451 WUE ae 2,044 
Massachusetts 45,845 44,034 -4,0 5:8 4,8 f 2,445 
Rhode Island x21 3,890 © -5.6 a ae Pa eit: 12) 
Connecticut SG0942 «, ,' 30,640 GEL B28 (Te 2887 
New York 191,786 147,079 23,3 5.7 : ee pate 

ew Jersey 48,791 44,673 pera ties a 458) 4 Meeaae 

Pennsylvania 181,578 120,936 Me aT TU Bte has 
Northeast 522,654 452,508 -13.4 557 : arn 2,813 
Appalachianl/ 440,838 372,537 SAAC SCO 1,592 
Southeast | 247,945 222,056 “10,4 ee 5.0 gee 
Lake States 907,234 772,562 Bea a eG 463 2,999" 
Corn Belt 1,829,261 1,507,932 =ies6 6.0 4.4 3,350 
Delta States’ 227,979 212,448 Le pi 6.9 5.1 t, 237 
Great Plains 865,010 PEGS RSE ene i ake 4,226 
Texas-Oklahoma 585,425 re so ede Ma oes 4.5 2,667 
een a 357,190 INPAD. B67 nS 2a? Minis Wace te By Boe 
Lene as eee 493,115 roe.e? 6.8 4.9 Bae 
UNITED STATES 6,586,399 5,270,6552/ gO CRANE Ai AM a et “24623 
1/ ae one of Columbia: ae 


EMA Includes 63621 of . joint-stock land bank loans called for foreclosure 
MEO 2 are not Gretp bukebLe by States. HNN 
Pees, Nee from ee come ed by the. Division, oP ‘Aerie Tee 
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Other Develdpricnts in Farm Crodlt€ 


In addition to the changes in the sources of credit, there have been 


other noteworthy devolopments in this field during recent yoars. Thése have 


been summarized very well in the following quotation from a recent article: by 
Dre te ue. bibz,: of Purdue: 


"Much progress has been made in the last dozen years in the 
matter of adjusting the terms of agricultural loans to the peculiar 
requirements of the agricultural industry. For example, in the case 
of real estate mortgages, the term of the typical mortgage has.bcen 
extended to 20 or 30 years; the principle of amortization is widely 
accepted end used; interest costs have been lowered, particularly in 
areas remote from financial centers; loan fces have been reduced sub- 
stantially and in many cases eliminated entircly;and the use of pre- 
payment funds as a reserve against 'rainy days' is finding wide accept- 
ance. The most noteworthy improvement in the area of farm production 
credit has probably been the shift in emphasis from security to ability 
to repay as a basis for extension of credit. Along with this shift has 
come the budgeted loan, under the terms of which a torrower may have 
his money advanced to him as he needs it and may repay the loan as in- 
come becomes available. Interest is charged only during the time the 
money is actually in use. Substantial improvements in production 
credit available to farmers have teen made during, the mst decade by 
both production credit associations and bans  11/ 


One other development that deserves epecwalian phe sie is the teehnical 
service and advice or supervision that is being Biven borrowers in addition to 
the credit that is provided. Concerning this development, Dr. John D. Black, of 
Harvard, has recently stated: 


"The most important single development in agricultural credit in 
the last decade has been the combination of technical help in planning 
for the use of a loan, and in the use of tho loan funds subsequently, 
with the making of the loan, Little of this was in the picture before 
1935, Only a fow commercial benks went further along this line than | 
Occasionally to suggest that a loan would be acceptable if the program 
for using it were different. The Federal Farm Loan system based its 
joans. on an appraisal of the farm more than of a production program proposed 
for it, "2/ : ee 
The evidence so far indicates that the tying together of sound farm manage= 


ment advice with the funds to put the advice into effect is one of the best and 


fastest ways to improve the income from an individual farm. 


T/ Journal of Farm Economics, May 1945, p. 287. 2/ Ibid. August 1945, p. 592. 
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Problems and Onportunities Ahead 


. No attempt will be made to give a comoletc list of the problems along with 
desirable improvements and changes in the farm credit. ficold. Such a -list would 
be involved, Boye oe dpat : and. of rch sat value here.: Instead, @- 
phasis will be given, to6' only two problems which are of’ particular importence in 
Connecticut. and the Nértnealee generally. 

the tirst.is: the, lack of adequate: credit facilities for.the part-time 
farmer, ina sense, he represents the forgotten! man'in the farm credit field. 
He is ordinarily too much of a farmer to obtain loans from‘urban credit facili- 
ties and at the. same: time not enough of a farmer to.be served by the usual credit 
facilities ‘for commercial farmers. » Extension of adéquate credit te this grovp 
is made difficult oy the fact that appraising the security of the loan depends 
on estimating the probable future ecarnings both fromthe: farm. and from the non- 
farm employment. Although we need much more information on this type of farm- 
ing, it would seem that the lending institutions and the agricultural colloges 
could develop ne satisfactory ee and appraisal forms that would’ bezof 
considerable assistance in providing more adequate credit for this group. At 
any rato there is little question about the existence and ma'rnitude of this 
=preblem, In 1939, 50 percent of the farmers in Lonnecticut were part-time to 
the extent that they worked off their farms for more than 100 days. Further- 
more, aes indications are that this group will become even larger during 
the next 10 years. | 
The second-problem that deserves particular attention, especially in. New 
England, is the lack of adequate credit facilities for financing land improve- 
ments. The evidence so far available shows that many land improvements, such 
as drainage, Ga forestry development, stone removal, fertilization, or 


buildings, are often the best .investments the farmer can make. In estimating 
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the security for such a loan it is eshertinl Go apohet the probable effects 
of such improvements on the total income from: the farm over a period of years. 
Theat as, one: cannot stop with trying to determine the immediate offect on iy 
the land that is improved, because such Lins clement: i neta De the rest of the 
farm business. Bone of these improvements ‘do in effect inerecase the size of the 
fam plent without adding any acreage. the increase in the net income from the 
farm after such Cees S ha ve buen bade is oreo surprising, becouse many 
of the costs of production are not increased proportionately to the increading 
volume of business that results, 

Bien though such loans are often highly profitable, farmers s frequently 
find it difficult ang inconvenient to obtain the. negessary funds for land im- 
provement . Neither proaens short-term nor mortgage. credit seems to quite fit 
this credit need of farmers. Perhaps & longer-term type of production credit 
would be a partial answer to the problan, 

It is recognized that briefly pointing out these problems is little help 
in actually developing a feasible procedure for doing somcthing about them. It 
is, however, the first step. Satis factory practices and arrangements for 
meeting these problems can, of course, come only from actual operating cxperience 


/ \ 
by lending institutions under various economic conditions. 
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